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Michigan Dept of 7
L-3147 (Aev. 3-96)

AUDITING PROCEDURES REPORT

lasued under P.A. 2 of 1968, as amended. Filing is mancator.

Local Government Name {Specify) . County

[B ciy [ Township [ village [Joter City of Brown City Sanilac
Audit Date Cpinion Data Date Accountant Report Submitted 10 State:

March 37, 2004 May 27, 2004 May 27, 2004

We have audited the financial statements of this local unit of government and rendered an opinign on ﬁnanczal statements

prepared in accordance with the Statements of the Governmental Accounting Standards Boa
Reporting Format for Financial Statements for Counties and Local Units of Government i
Depariment of Treasury.

We affirm that:

1. We have comglied with the Bufletin for the Audits of Local Units of Government in Michig

2. We are certified public accountants registered to practice in Michigan.

,Eas revised.
CAL Avoir & FINANCE Y By

‘.’
-

We further affirm the following. *Yes" responses have been disclosed in the financial statements, lncludmg the notes, orin
the repart of comments and recommendations

You must check the apglicable box for each item'below.

[Jyes
[(yes

[ yes
[ yes
[Oves
[ yes
[ yes

[ yes

X] no
X] no

] no

X] no

x] no

E. no

1.

2.

Certain component units/funds/agencies of the local unit are excluded from the financial statements.

There are accumulated deficits in one or more of this unit's unreserved fund balances/retained
earnings (P.A. 275 of 1980).

There are instances of nen-compliance with the Uniform Accounting and Budgeting Act (P.A. 2 of
1568, as armmended).

The loczl unit has violated the conditions of either an order issued under the Municipal Finance Act
or its requirements, or an order issued under the Emergency Municipal Loan Act.

The local unit hotds deposits/investments which do not comply with statutory requ:rements (P.A. 20
of 1943, as amended [MCL 129.91], or P.A. 55 of 1882, as amended [MCL 38.1132]).

The local unit has been definquent in distributing tax revenues that were collected for another taxmg
unit.

The local unit has viotated the Constitutional requirement (Article 9, Section 24) to fund current year
earned pension benefits (normal costs) in the current year. If the plan is more than 100% funded and
the overfunding credits are more than the normai cost requirement, no contributions are due (paid
during the year).

The iocal unit uses credit cards and has not adooted an applicable policy as reguired by P.A. 266 of
1885 (MCL 128.241).

We have enclosed the following: To Be Not
Enclosed Forwarded Required

The tefter of comments and recommendations. X

Reports on individual federal financial assistance programs (program audits). X

Single Audit Reports (ASLGU). ' X

Cenified Public Accountant (Firm Narne)

Lehn King, C.P.A.
Street Address City State ZIP
3078 S. Main Street Marlette MI 48453

Acg;ygtant :cm,ature

; ;/iu‘V"'

T



LEHN L. KING
Certified Public Accountant
3078 S. MAIN STREET
MARLETTE, MICHIGAN 48453

Phone 989-635-3113
Fax 989-635-5580

To The Honorable Mayor and
Members of the City Council

City of Brown City

Sanilac County, Michigan

Independent Auditor's Report

| have examined the General Purpose Financial Statements of the City of Brown City as of March 31, 2004, as
listed in the Table of Contents. These financial statements are the responsibility of the City’s management. My
responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with generally accepted auditing standards. Those standards require that [
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, including those prescribed by the State Treasurer. An audit also includes
assessing the accounting principles used and significant statement presentation. 1 believe that my audit provides
a reasonable basis for my opinion.

In my opinion, the General Purpose Financial Statements referred to above present fairly, in all material
respects, the financial position of the City of Brown City, at March 31, 2004, and the results of its operations
and its cash flows of its proprietary fund types for the year then ended, in conformity with generally accepted
accounting principles.

The accompanying financia! information listed as supporting schedules in the Table of Contents in presented for
purposes of additional analysis and is not a required part of the General Purpose Financial Statements of the City
of Brown City. The information has been subjected to the auditing procedures applied in the examination of the
General Purpose Financial Statements and, in my opinion, is fairly stated in all material respects in relation to
the General Purpose Financial Statements taken as a whole.

Certified Public Accountant

May 27, 2004
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City of Brown City
Notes To Financial Statements
March 31, 2004

The accounting methods and procedures adopted by the City of Brown City, Sanilac County, Michigan, conform to generally
accepted accounting principles as applied to governmental entities. The following notes to the financial statements are an
integral part of the City’s Comprehensive Annual Financial Report.

1. Summary of Significant Accounting Policies

Financial Reporting Entity

The City of Brown City was incorporated as a 4th Class City in 1907. The City has operated since 1973 under a Council-
Manager form of govemment and provides the following services: public safety (police and firc), highways and streets,
sanitation, recreation, public improvements, planning and zoning and general administrative services. As requircd by gencrally
accepted accounting principles, the financial statements of the reporting entity include those of the City of Brown City (the
primary government) and its component units. The component units discussed below are included in the City reporting entity
becausc of the significance of their operational or finaneial relationships with the City.

Component Units - In conformity with generally accepted accounting principles, the financial statements of component units
have been included in the financial reporting cntity either as blended eomponent units or discretely presented component units.

Blended Component Units - The Downtown Development Authority (DDA} of the City of Brown City, an entity legally
separate from the City, is governed by a nine-member board appointed by the City Council. For financial reporting purposes,
the DDA is reported as if it were part of the City’s operations because its purpose is to finance and provide assistance to
businesses and citizens within the DDA District of the City.

Basis of Presentation - Fund Accounting - The accounts of the City are organized on the basis of funds and account groups,

each of which is considered a separate accounting entity. The City has created several types of funds and a number of discrete

funds within each fund type. Each fund is accounted for by a separate set of self-balancing accounts that comprise its assets,

liabilities, fund balance, revenues, and expenditures/expenses. The individual funds account for the governmental resources

allocated to them for the purpose of carrying on specific activities in accordanee with laws, regulations, or other restrictions.
The funds are grouped into fund types and generic funds as described below:

Governmental Fund Types - These are the funds throngh which most governmental functions typically are financed. The
funds included in this category are as follows:

General Fund: This fund is established to account for resources devoted to financing the general serviees that the
City performs for its citizens. General tax revenues and other sources of revenue used to finance the fundamental
operations of the City are included in this fund. The fund is charged with all costs of operating the government for
which a separate fund has not been established.

Special Revenue Funds: The Special Revenue Funds are used to account for the proceeds of specific revenue
resources (other than assessments or expendable trusts) that are legally restricted to expenditures for specified
purposes. These funds include: Major Streets, Local Streets, Cemetery, Parks, Water Recreation, E.D.C. and D.D.A.

Debt Service Fund: The Debt Service fund is used to account for the accumulation of financial resources for the
payment of principal, interest and related costs on general long-term debt paid primarily from intergovernmental
sources by the City for City road construction and Wastewater Treatment. The fund balance of the Debt Service Fund
is reserved to signify the amounts that are restricted exclusively from debt service expenditures.

Proprietary Fund Types - These funds aecount for operations that are organized to be self-supporting through user charges.
The funds ineluded in this category are the Enterprise Funds and Intcrnal Service Funds,

Enterprise Funds: These funds are established to account for operations that are financed and operated in a manner
similar to private business enterprises, where the intent is that eosts of providing goods or services to the general
public on a continuing basis be financed or recovered primarily through user charges.

Internal Service Funds: These funds are established to account for the financing of geeds or services provided by
one department to other departments of the City on a cost-reimbursement basis,

Fiduciary Fund Types - These funds account for assets held by the City as a trustee or agent for individuals, private
Page 8



City of Brown City
Notes To Financial Statements
March 31, 2004

organization, and other units of governments. These funds are as follows:

Expendable Trust and Agency Funds: These funds, used to account for assets held in trust of as an agent for others,
inelude the Tax (property) Collection Fund, Investment Fund, and Cemetery Perpetual Care Fund.

Account Groups - In addition to the broad types of governmental funds, the City also maintains the account groups as
described below:

General Fixed Assets Account Group: This is not a fund but rather an account group that is used te account for
general fixed assets aequired principally for general purposes.

General Long-Term Debt Account Group: This account group is established to account for the City’s long-term
debt that will be financed from general governmental resources.

Basis of Accounting - Governmental Funds, Expendable Trust Funds, and Agency Funds utilize the modified accrual basis of
accounting. Under this method, revenues are recognized in the accounting period in which they become both available and
measurable. Licenses and permits, eharges for services, fines and forfeits, and miscellaneous revenues are recorded as
revenues when received in cash. General property taxes, and investment earnings are recorded when earned (when they are
measurable and available). Expenditures are recognized in the accounting peried in whieh the fund liability is incurred, if
measurable, except expenditures for debt service, prepaid expenses, and other long-term obligations, which are recognized
when paid.

All proprietary funds and Nonexpendable Trust Funds are accounted for using the accrual basis of accounting. Their
revenues are recognized when they are earned, and their expenses are recognized when they are incurred. Interest on revenue
bonds, proceeds of which are used in financing the construction of certain assets, is capitalized during the construction peried
net of interest on the investment of unexpended bond proceeds.

Apgency Fund assets and liabilities are accounted for on the modified accrual basis.

Budgetary Data - The City follows these procedures in establishing the budgetary data reflected in the financial statements:

1. Prior to April 1, the City Manager submits to the City Council a proposed operating budget for the fiscal year
commencing April 1. The operating budget includes proposed expenditures and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments,

3. Prior April 1, the budget is legally enacted.

4. The budget is used by the City Council as a management tool during the year for all budgetary funds. The budgets are
adopted on a cash basis which is not consistent with generally accepted accounting prineiples. Budgetary control is
exercised at the departmental level.

5. Budget amounts are as originally adopted, or as amended by the City Council. Individual amendments were not
material in relation to the original appropriations which were amended.

Cash - The City pools cash resourees of its various funds to facilitate the management of cash. Cash applicable to a particular
fund is readily identifiable. The balance in the cash accounts is available to meet current operating requirements. Cash in
excess of current requirements is invested in various interest-bearing securities and disclosed as part of the City's investments,

Receivables - All receivables are reported at their gross value and where appropriate, are reduced by the estimated portion that
is expected to be uncollectible. Estimated unbilled revenues from the Water and Sewer Fund are recognized at the end of each
fiscal year on a pro rata basis. The estimated amount is based on billings during the month following the close of the fiscal
year.

Investments - Debt securities are valued at cost since it is generally the policy of the City to hold such investments until they
mature.

Due To / Due From Other Funds - Interfund receivables and payables arise from interfund transactions and are recorded by
all funds affected in the period in which transaetions are executed.

Other Assets - Qther assets held are recorded and accounted for at cost.

Inventory - Inventories and supplies held by the Water Fund and the Sewer Fund, which are immaterial in amount, have not
been recognized.
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City of Brown City
Notes To Financial Statements
March 31, 2004

Property, Plant, and Equipment - Fixed assets used in governmental fund type operations are accounted for in the General
Fixed Assets Account Group. Public domain (infrastructure) general fixed assets consisting of certain improvements other
than buildings, such as roads, sidewalks, and bridges, are not eapitalized. Property, plant, and equipment acquired or
constructed for general governmental operations are recorded as expenditures in the fund making the expenditure and
capitalized at cost in the General Fixed Assets Account Group.

Property, plant, and equipment acquired for proprietary funds is capitalized in the respective funds to which it applies.

Property, plant, and equipment are stated at cost. Where cost could not be determined form the available records, estimated
historical cost was used to record the estimated value of the assets. Assets acquired by gift or bequest is recorded at their fair
market value at the date of transfer.

Depreciation of exhaustible fixed assets used by proprietary funds is charged as an expense against operations, and
accumulated depreciation is reported on the proprietary funds’ balance sheets. Depreciation has been provided over the
estimated useful lives using the straight-line method of depreciation.

Long-Term Debt - Long-term obligations of the City are reported in the General Long-Term Debt Account Group.

Fund Equity - The unreserved fund balances for governmental funds represent the amount available for budgeting future
operations. The reserved fund balances for governmental funds represent the amount that has been legally identified for
specific purposes. Unreserved retained earning for proprietary funds represent the net assets available for future operations or
distribution. Reserved retained earnings for proprietary funds represent the net assets that have been legally identified for
specific purposes.

Revenues and Expenditures/Expenses - Revenues for governmental funds are recorded when they are determined to be both
measurable and available. Generally, tax revenues, fees, and nontax revenues are recognized when received. Grants from other
governments are recognized when qualifying expenditures are incurred. Expenditures for governmental funds are recorded
when the related liability is incurred.

Property Tax Revenues - Property taxes are levied on December | based on the assessed value of property as listed on the
previous December 31, Assessed values are an approximation of market value. A revaluation of all real property must be
made every year.

Property taxes are recognized as revenue when they are levied because they are considered to be both measurable and
available. Proper allowances are made for estimated uncollectible accounts and delinquent accounts.

Vacation, Sick Leave, and other Compensated Absences - Vacation days are earned by employees at a rate from 4 to 15
days per year with unused days at year-end being forfeited,

Sick days are earned by employees at a rate of one day per month during the year. A maximum of 36 unused sick days may
be accumulated by an employee. No provision has been made for accumulated sick pay liability since the amount is
immaterial to the financial statements taken as a whole.

Total Columus - The €ombined Financial Statements include total columns that are described as memoranda only. Data in
these columns do not present financial position, results of operations, or cash flows in conformity with generally accepted
accounting principles. Interfund transactions have not been eliminated from the total column of each financial statement.

2. Stewardship, Compliance, and Accountability

Michigan Compiled Laws, Section 129.91, authorizes the Local Unit to deposit and invest in the accounts of Federally insured
banks, credit unions, and savings and loan associations; bonds, securities and other direct obligations of the United States, or
any agency or instrumentality of the United States; United States government or Federal agency obligation repurchase
agreements; bankers’ aeceptance of United States banks; commercial paper rated by two standard rating agencies within the
two highest classifications, which mature not more than 270 days after the date of purchase; obligations of the State of
Michigan or its political subdivisions which are rated investment grade; and mutual funds composed of investment vehicles
which are legal for direct investment by local units of government in Michigan. Financial institutions eligible for deposit of
pubtic funds must maintain an office in Michigan.
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City of Brown City
Notes To Financial Statements
March 31, 2004

3. Cash and Investments

The Govemmental Accounting Standards Council Statement No. 3, risk disclosures for the Local Unit’s cash deposits are as
follows:

Carrying Bank

Amount Balances
Insured (FDIC) ) 1,212,881 $ 1,212,881
Uninsured and Uncollateralized 0 0
Total Deposits $ 1,212,881 $ 1,212,881

All cash deposits and investments of the City are held by the City in the City's name.

The GASB Statement 3 risk disclosures for the Local Unit’s investments are as follows:

Carrying Market

Investment Type {1) (2) {3) Amount Value
Risk Categorized
Operating Funds

Public Funds Investment Trust 97,087 0 0 97,087 97,087
Total Risk-Categorized

Investments 97,087 0 0 97,087 97,087

The cash and investments that are represented by specific identifiable investment securities are classified as to credit risk by the
three categories described below:

Category 1 Insured or registered, or securities held by the City or its agent in the City's name.

Category 2 Uninsured and unregistered, with securities held by the counterparty's trust department or agent
in the City's name.

Category 3 Uninsured and unregistered, with securities held by the counterparty, or by its trust department

or agent but not in the City's name.

4. Property Taxes

The City is responsible for assessing, collecting, and distributing property taxes in accordance with enabling state legislation.
Property taxes become a lien on the first day of December of the levy year and may be paid by the following February 14,
Property taxes are not recognized in compliance with NCGAI-3 which states that such revenue is recorded when it beeomes
measurable and available. Property taxes are recorded as revenue when collected,
The City levied the following taxes:

General Operating 16.8733 mills
Parks 1.1229 mills
Total 17.9962
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5. Due To/ From Other Funds

As of March 31, 2004, interfund receivables and payables that resulted from various interfund transactions were as follows:

City of Brown City
Notes To Financial Statements
March 31, 2004

Due From Due To
Other Funds Other Funds
General Fund $ 1,997 Tax Collection Fund 1,997
Cemetery Operating 193 Cemetery Perpetual Care 193
Various Funds 1,096,018 Investment Fund 1,096,018
Total $ 1,098,208 Total $ 1,098,208
6. Property, Plant, and Equipment
Activity for general fixed assets that are capitalized by the City is summarized below:
Balance Balance
April 1, March 31,
Assets 2003 Addition Deduction 2004
Land $ 79,036 b 76,000 0 b 155,036
Land Improvements 2,176 237,958 0 240,134
Building 44,196 0 0 44,196
Equipment 136,796 25,171 0 161,967
Offiee Equipment 52,445 0 0 52,445
Voting Equipment 6,153 0 0 6,153
Waterslide Complex 210,340 0 0 210,340
Municipal Complex 192,192 0 0 192,192
DPW Building 35426 0 0 35,426
Burger Building 43,512 0 0 43,512
Total ) 802,272 3 339,129 0 b 1,141,401
A summary of proprietary fund type property, plant, and equipment at March 31, 2004 as follows:
Water Sewer Internal Depreciable
Fund Fund Total Service Life Years
Land b 5,857 b3 20,000 5 25,857 0
Improvements othcr than Buildings 1,359,601 793,119 2,152,720 0 10-50 yrs.
Equipment 0 0 0 311,625 3-10 yrs.
Total Cost 1,365,458 813,119 2,178,577 311,625
Less Accurnulated Depreciation 768,256 391,074 1,159,330 210,824
Net Carrying Amount b 597,202 b 422,045 b 1,019,247 100,801

7. Deficit Fund Balance or Retained Earnings Balances of Individual Funds

Special Revenue Fund — Water Recreation Fund had a deficit fund balance of $1,694.
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City of Brown City
Notes To Financial Statements
March 31, 2004

8. Comparative Data
Comparative total data for the prior year has been presented.
9. Excess of Expenditures over Appropriations in Budgetary Funds

P.A. 62] of 1978, section 18 (1), as amended, provides that a local unit shall not incur expenditures in excess of the amount
appropriated.

In the body of the financial statements, the City actual expenditures and budgeted expenditures for the budgetary funds have
been shown on an activity basis. The approved budgets of the City for these budgetary funds were adopted to the activity level.

During the year ended March 31, 2004, the City incurred expenditures in certain budgetary funds which were in excess of the
amounts appropriated, as follows:

Total Amounl of Budget
AEBmeriallons Expendliures Variance
General Fund
Council $ 71,174 $ £1,335 5 10,161
Mayor 1,350 1,650 300
City Manager 55,507 59,004 3,497
Elections 1,507 1,520 13
Assessor 8,500 9,760 1,260
Clerk 88,738 95,740 7,008
Board of Review 500 663 163
Treasurer 12,213 13,405 1,172
Cily Hall & Grounds 44,410 58,441 14,031
Police Depariment 171,402 177,611 6,209
Depanmeni of Public Works 16,411 19,535 3,124
Street Lighting 23,400 23,507 107
Refuse Collection 37,652 43,902 6,250
Capital Oullay 439,734 440,905 1L171
Sidewalks 24,239 24,674 435
Major Sireets
Snow & ke Removal 5,266 5,535 269
Professional Services 100 946 646
Adminisiration & nsnrance 8,780 9,129 349
Trunkline Mainlenance 13,364 14,210 846
Local Sireets
Snow & [ce Removal 5,064 5,727 663
Prolessional Services 3,950 8,750 4,800
Administration & Insurance 7,606 1,625 16
Cemetery Qperations
Coniracl Services 3,300 3,600 300
Grave Openings 5,100 5,350 250
Park
Salaries & Wagpes 6,301 6,320 19
FICA Expensc 482 483 1
Equipment Renl 10,286 10,911 625
Water Recreation Fund
Maintcnance 0 68 68

10. Post Employment Benefits
The City does not provide any post employment benefits.

11. Risk Management

The City is exposed to various risks of loss related to property loss, torts, errors and omissions, employee injuries, as well as
medical and workman’s compensation benefits provided to employees. The City has purchased commercial insurance for the
various risks of loss stated above.
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City of Brown City

Notes To Financial Statements
March 31, 2004

Scttled claims for the commercial insurance have not exceeded the amount of coverage in any of the past three years. There
was no reduction in coverage’s obtained through commercial insuranee during the past year.

12. Long-Term Debt

The general long-term debt of the City, and the changes therein, are summarized as follows:

Balance Balance
April 1, March 31,
Primary Government 2003 Additlons Reductions 2004
Revenue Bonds

$200,000 Series 2002 Sanilac County, Brown City Water

Tower Rehabilitation Project Bonds due in annual

installments of $20,000 through March |, 2012,

interest at 3.35 perct 5 180,000 5 0 3 20,000 3 160,000

Total Revenue Bonds $ 180,000 $ 0 $ 20,000 $ 160,000

The annual principal and interest requirements for the years ending March 31, 2004 through 2009 for all debts outstanding
as of March 31, 2004 are as follows:

1005 1006 2007 2008 2009

Total Revenue Bonds 3 25,360 $ 24,690 3 24,020 3 23,350 £ 22,680

Total Interest expense for the City for the year ended March 31, 2004 was $6,030.
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City of Brown City
Notes To Financial Statements
March 31, 2004

12. Long-Term Debt - Continued

Revenue Bonds

Water Tower Rehabilitation Project Bonds
Dated 2003

Interest Payable March 1 & November 1

Original Issue

$200,000
Date Principal Remaining
Interest of Qutstanding Annual Intcrest
Rate Maturity March 31, 2004 Cap
3.35% 03/01/05 b 20,000 $ 5,360
3.35% 03/01/06 20,000 4,690
3.35% 03/01/07 20,000 4,020
3.35% 03/01/08 20,000 3,350
3.35% 03/01/09 20,000 2,680
3.35% 03/01/10 20,000 2,010
3.35% 03/1/11 20,000 1,340
31.35% 03/01/12 206,000 670
Total Water Tower
Rehibilitation Project Bonds i) 160,000 ) 24,120

13. During the Year Ended March 31, 2004, the City's Interfund Transfers were as Follows:

Operating
Transfers In

Equipment Fund 3 35,000
Water Supply Fund 29,400
Cemetery Operations Fund 2,200
Local Street 10,000

Operating
Transfers Qut

General Fund h) 35,000
General Fund 29,400
Cemetery Pcrpetual Care 2,200
Major Street 10,000
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City of Brown City
Notes To Financial Statements
March 31, 2004

14, Segment Information for Enterprise Funds

The City maintains two Enterprise Funds which provide water and sewer services. Segment information for the year ended
March 31, 2004, was as follows:

Total
Water Sewer Enterprise Equipment
Fund Fund Funds Fund
Operating Revenues $ 93,545 ) 89,248 b3 182,793 $ 50,557
Depreciation 39,207 17,887 57,094 18,562
Operating lncome (Loss) (42,888) (2,429) (45,317) (12,487
Non-Operating Rev. (Exp.) 16,939 3,285 20,224 5,142
Operating Transfers In (Out) 29,400 0 29,400 35,000
Net Income (Loss) 3,513 319 4432 27,655
Contributed Capital
Additions 58,474 0 58,474 0
Plant, Property and
Equipment Additions 128,357 74913 203,330 40,491
Net Working Capital 74,629 275,291 349,920 15,612
Total Equity
Contribuled Capital 360,940 408,185 769,125 0
Retained Eamnings 170,891 289,152 460,043 116,412

15. Downtown Development Authority (DDA)

The Downtown Development Authority was established by the City of Brown City Commission in accordance with Act 197
of PA 1975. Its purpose will be to serve the best interest of the public to halt property value deterioration and increase property
tax valuation where possible in its business district, to eliminate the cause of the deterioration, and to promote economic
growth, This purpose is accomplished by the Corporation entering into lease contracts with commercial enterprises.
According to the terms of the lease contracts, the Corporation agrees to issue revenue bonds, the proceeds from which will be
used to finance a project benefiting the commercial enterprise, and the commercial enterprise agrees to make lease payments
equal to the bond principal and interest payments. When the bonds are paid in full, the ownership of the project is transferred
to the commercial enterprise. The revenue bonds are payable solely from the net revenues derived from the project, and the
bonds are collateralized by a mortgage on the project and the lease contract.

Since each bond issued by the Corporation is payable solely from the net revenues derived from the related project through

lease payments, and since the bonds are not a general obligation of the Corporation, the bonds and related lease contracts have
not been reflected in the financial statements of the Corporation.
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As of March 31, 2004, the Corporation has issued revenue bonds, as described above.

issues.

Project
Brown City Pharmacy
Great Reflections

Mr. Ed's/Pieters

Master Floor Covering

Total

City of Brown City
Notes To Financial Statements
March 31, 2004

Amount of Revenue
Date of Bond Closing

October (2, 1989
June 06,1992
August 01, 2000
April 15, 2003

Page 17

Following are details of the bond

Bonds Issued

$ 143,331
68,338
95,733
37,373
$ 344,775



Supporting Schedules
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City of Brown City

Balance Sheet
General Fund
March 31, 2003 & 2004

March 31,

Assets 2004 2003
Cash b 6,028 2,964
M.M Savings - lnvestment Fund 629,715 728,072
Property Tax Receivable 42,255 47,599
Accounts Receivable

2003 Sidewalks 4,262 0
2002 Sidewalks 1,560 3,013
2000 Sidewalks 0 347
1997 Sidewalks 0 409
1996 Sidewalks 0 0
Miscellaneous 589 1,066
Due From Tax Account 1,997 1,087
Due From Equipment Fund 0 0
Total Assets 3 686,406 784,557

Liabilities & Fund Balance

Liabilities
Accounts Payable $ 20,855 19,270
Accrued Wages Payable 0 8,008

Total Liabilities 20,855 27,278

Fund Balance
Reserved for Police Car 320 12,221
Reserved for Unemployment Compensation 8,826 8,691
Reserved for Streets 34,607 69,035
Reserved for Cable Equipment 25,834 25,439
Reserved for County Road Millage 156,104 114,482
Reserved for Sidewalks 25,584 25,193
Unreserved - Undesignated 414,276 502218

Total Fund Balance 665,551 757,279
Total Liabilities & Fund Balance 5 686,406 784,557
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City of Brown City

Statement of Revenues, Expenditures, And Changes in Fund Balance
Actual Compared to Budget - General Fund
For The Year Ended March 31, 2004

March 31, 2004

Over March 31,
(Under) 2003

Revenues Budget Actual Budget Actual
Taxes

Current Property Taxes $ 451,280 $ 370,080 $ (81,200} § 351,712
State Shared Revenues 172,326 172,326 0 186,678
Liguor Licenses 1,190 1,191 1 1,155
Miscellaneous Revenues

District Court & Public Hearing Fees 1,159 2,752 1,593 1,395

Collection Fees 9,079 10,149 1,070 9,718

Miscellaneous 14,936 16,910 1,974 4,827

Admin's Fees / Benefit Charges / Rentals 56,750 57,250 500 57,250

Franchise Fees 19,363 11,063 (8,300) 2,717

Grants 364,905 365,230 325 17,267

County Road Millage 37,500 39,373 1,873 37,473
Charges for Services

Refuse Collection Fees 43,458 43,506 48 43,665
Interest Earnings 8,491 9,269 778 13,759

Total Revenues $ 1,180,437 $ 1,099,099 $ (81,338) $ 727616
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Expenditures
General Government
Couneil
Mayor
City Manager
Eleetions
Assessor
Clerk
Board of Review
Treasurer
City Hall & Grounds

Total General Government

Public Safety
Police Department
Fire Protection

Total Publie Safety

Public Works
Department of Public Works
Parking Lot
Street Lighting

Total Public Works

Other Functions
Community Promotion
Insurance, Bonds, & Fringe Benefits
Refuse Collection
Capital QOutlay
Sidewalks
Drains at Large
Total Other Functions

Total Expenditures

Excess of Revenues Over

{Under) Expenditures

Other Financing Sources (Uses)
Tramsfer From (To) Other Funds

Excess of Revenues & Other Sources Over
(Under} Expenditures & Other Uses

Fund Balance - April 1,

Fund Balance - March 31,

City of Brown City

Statement of Revenues, Expenditures, And Changes in Fund Balance

Actual Compared to Budget - General Fund

For The Year Ended March 31, 2004

March 31, 2004

Over March 31,
(Under) 2003
Budget Actual Budget Actual

$ 71,174 $ 81,335 (10,161) 3 20,080
1,350 1,650 (300) 1,214
55,507 59,004 (3,497) 57,873
1,507 1,520 {13 3,844
8,500 9,760 (1,260) 7,991
88,738 95,746 (7,008) 82,903
500 663 (163) 447
12,233 13,405 (1,172) 9,679
44,410 58,441 (14,031) 63,246
283,919 321,524 (37,605) 247,277
171,402 177,611 (6,209) 155,542
24,800 24,800 0 24,030
196,202 202,411 (6,209) 179,572
16,411 19,535 (3,124) 9,997
660 659 1 1,212
23,400 23,507 (107) 23,346
40471 43,701 (3,230) 34,555
9,699 9,697 2 11,536
39,088 38,370 718 29,438
37,652 43,902 (6,250) 41,985
439,734 440,905 (1,171} 0
24,239 24,674 (435) 15,168
1,244 1,243 1 1,378
551,656 558,791 (7,135) 99,505
1,072,248 1,126,427 (54,179 560,909
108,189 (27,328) (135,517 166,707
(86,400) {64,400) 22,000 (42,400)
21,789 (91,728) (113,517) 124,307

0 757,279 757,279 632,972

3 21,789 b 665,551 643,762 5 757,279
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City of Brown City
Statement of Changes in Unreserved Retained Earnings
All Enterprise Funds
For The Year Ended March 31, 2004

Water Sewage

Supply Disposal

System System
Unreserved Retained Earnings April 1, 2003 $ 167,378 $ 288,233
ADD: Net Income (Loss) for the Fiscal Year 3,514 918
Unreserved Retained Earnings March 31, 2004 $ 170,892 $ 289,151
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City of Brown City
Combined Statement of Revenues, Expenditures, & Changes in
Retained Earnings - All Enterprise Fund Types
For The Year Ended Mareh 31, 2004

Enterprise Funds

Water Sewage Totals
Supply Disposal March 31,
Operating Revennes System System 2004 2003
Charges for Services $ 91,145 $ 86,048 $§ 177,193 $ 179,043
Connection Fees 2,400 3,200 5,600 3,050
Total Operating Revenues 93,545 80,248 182,793 182,093
Operating Expenses
Salaries & Wages 20,388 17,190 37,578 34,871
Payroll Taxes 1,636 1,373 3,009 2,908
Operating Supplies 2,741 6,264 9,005 6,730
Professional Fees 16,569 10,013 26,582 11,414
Utilities 11,349 2,960 14,309 13,031
Repairs & Maintenance 11,052 7,899 18,951 18,991
Equipment Rent / Lease 9,139 12,358 21,497 17,746
Insurance 3,215 5,178 8,393 7,541
Employee Benefits 6,600 5,200 11,800 11,800
Administrative Fees 5,620 5,200 10,820 10,820
Depreciation 39,207 17,887 57,094 51,313
Debt Service - Principal 0 0 0 0
Debt Service - Interest 6,030 0 6,030 3,350
Capital Outlay 0 0 0 0
Miscellaneous / Training 2,886 155 3,041 2,088
Total Operating Expenses 136,432 91,677 228,109 192,603
Operating Income (Loss) {42,887) (2,429) (45,316) {10,510)
Non-Operating Revenues (Expenses)
Interest 2,230 3,285 5,515 8,784
Tower Rent / Reimbursements 14,710 0 14,710 12,449
Total Non-Operating Revenue (Expenses) 16,940 3,285 20,225 21,233
Income (L.oss] Before Operating Transfers {25,947) 856 (25,091) 10,723
Operating Transfers In {Out)
Transfer from General Fund 29,400 0 29,400 30,400
Net Income (Loss) 3,453 856 4,309 41,123
Amortization of Contributed Capital 61 62 123 0
Increase (Decrease) in Retained Earnings 3,514 918 4,432 41,123
Retained Earnings - April 1, 167,378 288,233 455,611 414,489
Retained Earnings - March 31, $ 170,892 $ 289,151 $ 460,043 $ 455612
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City of Brown City
Combined Statement of Cash Flows
All Enterprise Fund Types
{(Indirect Method)

For The Year Ended March 31, 2004

Enterprise Funds

Water Sewage Totals
Supply Disposal March 31,
System System 2004 2003
Cash Flows from Operating Activities
Net Income (loss) h] 3,453 $ 856 $ 4309 § 41,123
Adjustments to Reconcile Net Income to Net
Cash Provided by Operating Activities:
Depreciation 39,207 17,887 57,094 51,313
Changes in Operating Assets & Liabilities:
Accounts Receivable 0 0 0 96
Accounts Payable 9,604 {209) 9,395 242
Due from Other Funds 0 0 0 (11,640)
Net Cash Provided By Qperating Activities 52,264 18,534 70,798 81,134
Cash Flows From Investing Activities
Purchase of Fixed Assets (128,357) (74,973) (203,330) (222,790)
Contributed Capital - CDBG 58,474 58,473 116,947 0
Cash Flows From Financing Activities
Payment on Principal on Long-Term Debt (20,000) 0 (20,000) 180,000
Net Increase (Decrease) in Cash and
Cash Equivalents (37,619) 2,034 (35,585) 38,344
Cash & Cash Equivalents - Beginning of Year 131,812 274,249 406,061 367,717
Cash & Cash Equivalents - End of Year b 94,193 $ 276,283 § 370476 § 406,061
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City of Brown City
Statement of Revenues, Expenditures, & Changes in Fund Balance
Cemetery Perpetual Care Fund
For The Year Ended March 31, 2004

Perpetual
Care Fund
Cemetery Non
Expendable Expendable Totals March 31,
Fund Fund 2004 2003
Revenues
Interest Income b 2,200 b 0 § 2200 ) 1,991
Sale of Cemetery Lots 0 1,300 1,300 3,452
Total Revenues 2,200 1,300 3,500 5,443
Operating Transfers In (Qut)
Transfer to Cemetery
Operating Fund (2,200) 0 (2,200) {1,991)
Excess of Revenues & Other Sources
Over Expenditures & Other Uses 0 1,300 1,300 3,452
Fund Balance - April i, 0 86,758 86,758 83,306
Fund Balance - March 31, 5 0 $ 88,058 $ 88,058 $ 86,758
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Revenues
Lot Sales
Grave Openings
Interest Income
Donations

Total Revenues

Expenditures
Contractual Services

Administration Fees
Repairs & Maintenance
Operating Supplies
Capital Qutlay

Grave Openings
Miscellaneous

Total Expenditures

Excess of Revenues Over
{Under) Expenditurcs

Other Financing Sources (Uses)
Transfer from Cemetery
Perpetual Care Fund

Excess of Revenues & Other Sources
Over Expenditures & Other Uses

Fund Balance - April 1, 2003

Fund Balance - March 31, 2004

City of Brown City

Statement of Revenues, Expenditures, & Changes in Fund Balance
Budget & Actual - Cemetery Operating Fund

For The Year Ended March 31, 2004

Over
(Under)
Budget Actual Budget

$ 2,350 b3 2,350 b 0

8,250 8,700 450
504 501 3)

3,000 3,350 350

14,104 14,901 797
3,300 3,600 (300)

500 500 0

1,238 1,238 0

468 468 0

8,318 8,318 0
5,100 5,350 (250)

824 824 0
19,748 20,298 (550)

(5,644) (5,397) 247

2,130 2,200 70

(3,514) (3,197 317

43,728 43,728 0

$ 40,214 $ 40,531 $ 317
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City of Brown City

Statement of Revenues, Expenditures, & Changes in Fund Balance

Rcvenues
Property Taxes
Contributions & Donations
Pavilion Rental
Miscellaneous
Interest Income

Total Revenues

Expenditures
Salaries & Wages
FICA Expense
Operating Supplies
Utilities
Repairs & Maintenance
Equipment Rent
Insurance
Capital QOutlay
Miscellaneous

Total Expenditures

Excess of Revenues Over

{Under) Expenditures

Fund Balance - April 1, 2003

Fund Balanee - March 31, 2004

Budget & Actual - Park Fund
For The Year Ended March 31, 2004

Over
{Under)
Budget Actual Budget

¥ 26,785 b 23,84] 5 {2,944)

2,400 2,400 0

820 1,085 265

230 298 68

317 399 82
30,552 28,023 (2,529)
6,301 6,320 (19)
482 483 (1

982 982 0

4,005 3,629 376

692 692 0
10,286 10,911 (625)

941 941 0

0 0 0

47 47 0
23,736 24,005 (269)
6,816 4,018 (2,798)

39,808 39,808 0
$ 46,624 $ 43826 b (2,798)
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City of Brown City
Statement of Revenues, Expenditures, & Changes in Fund Balance
Budget & Actual - Water Recreation Fund
For The Year Ended March 31, 2004

Over
(Under}
Revenues Budget Actual Budget
Miscellaneous $ 0 $ 0 $ 0
Interest Income | 1 0
Total Revenues 1 | 0
Expenditures
Salaries & Wages 78 78 0
FICA Expense 6 6 0
Utilities 0 0 0
Insurance 1,554 1,554 0
Maintenance 0 68 (68)
Total Expenditures 1,638 1,706 (68)
Excess of Revenues Over
(Under) Expenditures (1,637) (1,705) (68)
Other Financing Sources (Uses)
Transfer from Park Fund 0 0 0
Excess of Revenues & Other Sources
Over Expenditures & Other Uses (1,637) (1,705) 63
Fund Balance - April 1, 2003 10 10 0
Fund Balance - March 31, 2004 h) (1,627} § (1,695) $ (3,322)
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City of Brown City
Statement of Revenues, Expenditures, & Changes in Fund Balance
Budget & Actual - E.D.C. Fund
For The Year Ended March 31, 2004

Over
{Under)
Revenues Budget Actual Budget
Interest Income $ 2 $ 3 $ 1
Total Revenues 2 3 1
Expenditures ] ] 0
Total Expenditures 0 0 0
Excess of Revenues Over
{Under) Expenditures 2 3 1
Other Financing Sources (Uses)
Transfer to DDA 0 (171) (171)
Excess of Revenues & Other Sources
Over Expenditures & Other Uses 2 {168) {170)
Fund Balance - April 1, 2003 0 169 169
Fund Balance - March 31, 2004 3 2 § 1 $ {1

Page 35



LEHN L. KING

CERTIFIED PUBLIC ACCOUNTANT
3078 S. MAIN STREET
MARLETTE, MICHIGAN 48453

Phone 989-635-3113
Fax 989-635-5580

May 27, 2004

The Honorable Mayor and
Members of the City Council
City of Brown City, Michigan

In accordance with your request, I have made an examination of the financial statements of the
City of Brown City for the fiscal year ended March 31, 2004. During the course of my
examination, no material items have come to my attention.

From an overall viewpoint, the books and records maintained by the City Accounting Staff are in
very good order. I thank the City officials and employees for the cooperation I received in the

completion of this examination.

If I can be of any assistance or should any questions arise, please contact me.

Sincerely,

FLehn King

Lehn L. King
Certified Public Accountant



